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PREFACE
This paper is unique in at least one respect in that it has no quarrel or major
pronouncements to make regarding Western Australia's economic policies either on the
political or private sector side. In this author's view, Western Australia is doing just about
everything right. Thus, the thrust of the paper, of necessity, will focus on marginal
adjustments in policy and practice that could hasten attainment of the state's business and
economic objectives.
Some reliance is placed on the American experience, i.e., models. For the most part,
comment, observations, and suggestions are with respect to logistics management activities
in such areas as transportation terminal management, storage and inventory management,
and information processing.
The paper is in four parts. Part I-Logistics Management and Logistics Activities-is a
review of Western Australia's transport and information infrastructure. Part II-Look
West: India and Africa-considers the opportunities for Western Australia's business
interests in these areas. Part III-Conclusion-comments on analyses and observations
made in the paper. Part IV is an economic profile and contrasts it with Australia as a whole
and with other Australian states.
A number of individuals and institutions have contributed to the paper. Institutions include:
Curtin University's T. L. Robinson Library and the State Library of Western Australia in
Perth. A number of interviews were granted to the author and are cited in the bibliography.
The assistance of these individuals is greatly appreciated. Others whose assistance is
acknowledged with thanks include the several administrative staffs of the Curtin Business
School, Lian Ee, Senior Lecturer in the School of Information Systems, and Phillip
Maxwell, Metna Professor of Minerals at Curtin University. And last, I acknowledge the
invaluable help of my wife, Marion Whitehurst, whose research at the Western Australian
State Library was essential to completing the paper.
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Logistics Management and Logistics Activities
The formal definition of logistics as stated by the Council of Logistics Management (CLM)
1s:
Logistics is the process of planning, implementing and controlling the efficient,
effective flow and storage of raw materials, in process inventory, finished goods,
services, and related information from point of origin to point of consumption
(including inbound, outbound, internal, and external movements) for the purpose
of conforming to customers requirements.
This is a cumbersome definition and raises as many questions as it answers. A better and
more simple, howbeit longer, definition considers logistics in any type of organization:
* as the activity responsible for the movement (transport) of goods and people
from point of origin to destination;
* as the activity responsible for the storage of goods and people, when necessary,
while in transit, from point of origin to destination; and
* as the activity responsible for the information, and flow of information needed to
effect this movement. The ideal is a smooth, uninterrupted flow of product
(goods or people) from origin to destination, and the information needed to make
it all happen.

A concurrent goal of logistics management, given that other considerations are seldom
equal, is to efficiently manage the recurring trade-offs always present in the logistics
process, e.g., the choice between paying a higher price for a faster transit time or a lower
price for a slower transit time (passenger bus vs. passenger airplane or air freight vs. sea
freight); the choice between loss of sales and lower levels of goods available (in storage)
and the choice between fast and more accurate information flows at a high cost or a slower
information flow at a lower cost. The number of trade-offs that confront the logistics
manager over every conceivable scenario is infinite.
One way to view the logistics process is provided by D. L. Anderson and R. G. House:
In the 1980s, logistics strategies could best be thought of in terms of independent
boxes (storage's centres) linked together by transportation services. In the 1990s,
the model shifted to that of a pipeline, with emphasis placed on integration. By the
late 1990s and early 21st century the more appropriate model will be a hose, where
when product velocity is increased (or decreased) the system is flexible enough to
respond quickly to changing customer demands. 1

The basic model found in logistics textbooks is one of the manufacturing firm, wherein raw
material or other inputs are stored, then transported to a manufacturing facility for
processing, then transported to a storage facility, and hence transported to the customer.
This model, however, is far too restrictive. While a carrier may be part of the logistics
process for a manufacturing fim1, the service it provides also encompasses a complete
logistics process. An airline, for example, provides information on its services, moves the
1David L. Anderson and Robert G. House, Private Carrier, (April 1991).
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customer from point A to B to C, as the case may be, provides tenninal facilities (storage)
for its customers, as necessary, insures access to ground transportation at origin and
destination, and manages the necessary information and paperwork through its computer
reservation and ticketing system. Almost any organization-hospital, university, financial
institution-will have a logistics component with respect to the service or product they
provide.
A final but important point is where logistics facilities are located. Included are terminals,
storage and warehouse facilities, airports, seaports, surface carrier right-of-ways, e.g.,
roads and rail lines, and information facilities. In turn, the location of the above directly
impacts on the location of manufacturing and service facilities. In the United States every
Class I railroad has a department/division devoted to promoting the location of
manufacturing facilities along its right of ways. The American Interstate Highway System
is equally important as a location factor. In the case of extractive industries, while facility
location is primarily influenced by mineral deposits, the availability of transport, storage
and information facilities will be of paramount importance in determining the profitability of
the enterprise.

Western Australia's Logistics Infrastructure
Major Components Are:
* Port of Fremantle and Regional Ocean Ports
* Perth Domestic and International Airports and Smaller City Airports
* Rail System (Westrail and National Rail Corporation) and a Small Private Sector Rail
System
* Highway System
* Storage and Terminal Facilities (Private Sector and Government)
* Communications and Information Systems
* Carriers-Ocean, Air, Rail and Highway

Support Components Are:
* Private and Public Financial Institutions
* State and Local Government Support Activities, e.g., Tourism Offices, Publications
and Trade Show Sponsorship

Western Australia's Ocean Ports:
Port of Fremantle. Trade passing through the Port of Freman tie over the past two financial
years:
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Total Mass Tons
1992-93
1993-94

18.3 million
20.0 million

Container (TEUs)
146.12 thousand
169.21 thousand

As between domestic trade (intra and interstate) and foreign trade, in 1992-93, foreign trade
dominated the port's activities, 14.8 million mass tons to 3.5 million mass tons.
In 1992-93, by cargo class, dry bulk shipments dominated exports, while liquid bulk
dominated imports. In terms of mass tons (in thousands):

Liquid bulk
Dry bulk
Non-container
Container

Imports

Exports

5,417,000
1,051,000
128,000
674 000
7,270,000

2,552,000
7,115,000
347,000
1 005 000
11,019,000

Containerized shipments accounted for 9 percent of both import and export movements in
1992-93. In terms of domestic and foreign container movements, total TEUs entering the
port of Fremantle from overseas was 64,365; entering from Australian ports, 11,582
TEUs; to overseas destinations 67,233 TEUs; and to Australian destinations, 2,938 TEUs.

Fremantle's Principal Areas of Trade
(30 June 1993)
Persian Gulf
Australia
East Asia
Southeast Asia
North America
Europe & C.I.S.
South Pacific
South Asia
West Asia
Africa
South/Central America

24 %
19
17
14
10

6
3
2
2
2

1

Of Australia's six major ports (Adelaide, Brisbane, Fremantle, Hobart, Melbourne and
Sydney), Fremantle is one of the fastest growing. Its growth, 1990-91 to 1992-93 of 10.1
percent in terms of container trade, was only exceeded by Adelaide (12.3 percent). In terms
of total mass tons, it was third after Adelaide and Melbourne.

Western Australia Regional Seaports
Western Australia's regional seaports are more or less evenly distributed along the Indian
Ocean and Southern Ocean coasts. Major regional ports. that is po1ts administered by port
authorities, are (south to north) Esperance, Albany. Bunbury, Geraldton, Dampier, and
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Port Hedland. Farther no11h, Broome and Wyndham handle small amounts of cargo and
are administered locally. For the most part these ports handle bulk cargoes, exporting
minerals and agricultural products . Chief imports are petroleum and general cargo.

Overseas Ship and Cargo Movements at
Western Australian Ports, 1990-91 2
Ship arrivals

Fremantle
Port Hedland
Other

DWT (000 tons)

Ship departures

DWT (000 tons)

1,234
27
218

29,153
543
8.521

1,053
409
1.327

27,280
38,436
95.634

1,479

38,217

2,789

161,350

Perth Domestic and International Airports
At year ending 1993, Perth International Airport handled 1,001,063 passengers ( outbound
487,986; inbound 513,077). It ranked fourth after Sydney, Melbourne and Brisbane. Its
share of all Australia international passenger traffic was 9.8 percent. In the same period the
airport handled 35,988 tons of freight (outbound 27,451; inbound 8,547). It again ranked
fourth after Sydney, Melbourne and Brisbane. Its share of all Australia international freight
movements was 7 .9 percent.
Domestic passenger traffic through Perth for the period July 1993 to June 1994 inclusive
was 2,384,467 (arrivals 1,188,978; departures 1,195,489).
Below is Perth international passenger traffic ranked by origin and destination (July 1993June 1994 inclusive):3

Singapore
Denpasar (Indonesia)
Kuala Lumpur (Malaysia)
Auckland
Bangkok
Tokyo
Johannesburg
Harare (Zimbabwe)

Ori2in

Destination

241 ,240
80,863
54,318
36,493
39,539
20,469
17,930
709

246,197
89,242
54,602
35,875
29,597
19,222
11,216
6,217

Other countries/territories are: Brunei, Cocos Islands , Christmas Island , Mauritius , and
Hong Kong .
2 Yea r B oo k Au stra li a 1994 , Au stra li a Burea u of Sta ti s ti cs.
3 Letter dated 11 October I99--l to C. H. Wh itehurst. Jr. from Chris Cunning ham, Acti ng General Manager, Federal
A irports C orporat ion, Pe rth.
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International Passenger Summation
580,302
553,575
13,784
12,619
117,427

Arrival
Departure
Domestic On-Carriage Arrival
Domestic On-Carriage Departure
Transit

Domestic Passenger Summation
I, 188,978
1,195,489

Arrival
Departure

Aircraft movements (origin-destination) for a typical week during the 1994 Winter
Schedule correlated exactly with passenger movements as shown above.

West Australia Regional Airports 4
Broome, Carnarvon, Geraldton, Karratha, Kalgoorlie, and Port Hedland are served by
major Australian air carriers. Other localities are served by nonscheduled and regional
carriers. Among the regional airports, only Port Hedland has international services. In
terms of total revenue passengers (year ending 31 December 1993) Karratha's total was
176,192; Port Hedland 136,068; Broome 123,082; Kalgoorlie 89,657; Geraldton 60,723 ;
and Camarvon 35,383.

Western Australia's Rail System
With the exception of about 1,200 km of privately owned railroads along the Northwest
coast of Western Australia (transport of ore to seaports), the railroad system in Western
Australia is state owned. This rail network (Westrail) is comprised of 5,583 km of track, all
of which is located in the Southwest comer of the state. The system serves the seaports of
Fremantle, Esperance, Albany, Bunbury and Geraldton.
Freight traffic in Western Australia is predominantly movement of ores, minerals,
ag1icultural and forest products. In 1993-94:
Ores and minerals
Agricultural and forest
General freight

17,729,000 tons
6,886,000 tons
743,000 tons

Of the above, interstate movement accounted for 2,368.000 tons.
Westrail's system connects with the National Rail Corporation System at Kalgoorlie.
Within the state are 731 km ofright of way belonging to the National Rail Corporation.
This is the western portion of the Trans-Australian Line (Kalgoorlie-Port Pirie). This trans4 Avstats I993 , Australia Department of Transport.
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continental system is the rail link between Western Australia and the eastern states. The
National Rail Corporation is owned by the five Australia state governments. Plans are for
the National Rail Corporation to assume responsibility for all interstate freight movements ,
including that now administered by Westrail.
Rail passengers carried in 1993-94, excluding urban passengers, totaled 246,219. Road
coach passengers numbered 215,177.
Westrail is preparing for privatization/commercialization of its assets. Its financial
statements for 1993-94 indicate this can be accomplished in terms of market response.

Income-Expenditures (With Government Subsidies)
$421.6 million
402.6 million
+ 19 .0 million

Income
Expenditure

Income-Expenditures (Without Government Subsidies
Income
Expenditure

$404.5 million
413.3 million
-8.8 million

Western Australia's Road System
As of 30 June 1992, there were 8,232 km of highways, 7,493 km of main roads, 8,397 of
secondary roads, and 116,854 of unclassified roads. Excluded from the above are forestry
roads of 29,222 km.
Australia's primary interstate road system is Route 1. This coastal route runs from Cairns
in Northern Queensland, down the east coast through Brisbane, Sydney and Melbourne to
Adelaide and, thence, across Australia to Esperance in Western Australia. From Esperance
it follows the Indian Ocean coast through Albany, Perth, Geraldton and on to Port
Hedland, then continues on as the Northern Highway through to Broome and Wyndham.
Here it connects to primary systems reaching Darwin, which in turn connects to primary
systems on the east coast. For all intent and purpose Route 1 is a comprehensive, round
Australia highway system.
Perth is the highway hub for Western Australia. From Perth, primary systems lead to
Kalgoorlie (Great Eastern Highway), to Albany (Albany Highway) and to Meekatharra
(Great Northern Highway). A primary highway map of Australia is found in the Appendix
as well as a detailed map of roads in southern Western Australia.
The most extensive and developed part of the road system in Western Australia stretches
from Geraldton south to Alban y along the coast and inland for approximately 200 km.
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Storage and Terminal Facilities
The primary terminal and storage facilities in Western Australia are located at Perth's
Domestic and International Airports and the Port of Fremantle. Secondary terminal and
storage facilities are found at regional airports and seaports.
A terminal is defined here as a facility serving as an entry or exit point for one or more
transport systems, including links within and between carriers served by the terminal. It
also includes government activities such as customs and immigration as well as private
sector activities such as parking accommodations, food and beverage services, various
shops, including the ubiquitous duty free shop , passenger luggage handling facilities,
communications capabilities, e.g., telephone and fax, and local transportation connection
points. Other things equal, terminal efficiency is judged by its throughput of passengers
and freight. The objective function of terminal management is to minimize time spent at the
terminal.
The chief purpose of storage facilities, including warehouses, piers, and quays , is to
temporarily hold/shelter goods, including minerals, ores and agricultural products, for a
defined period oftime. Storage facilities also serve as collection (consolidation) points for
goods and products. The ability to quickly load and unload freight from carriers and move
it to storage points, as well as efficiently move goods within the storage facility, is critically
important to overall storage facility efficiency. Like the terminal, the efficiency of a storage
facility is primarily judged by its throughput. For definitional purposes, airport runways
and aprons, and air traffic c·ontrol facilities at airports are considered to be storage facilities.
In the case of tourists, and in the context of logistics, accommodations and services for the
tourist are considered as "storage facilities."
Airport terminals in Western Australia are government owned-federal, state or local
while nominal business-type concessions within the terminal are mostly in the private
sector. The terminal at Fremantle and terminals at other Western Australia ports are
government-owned. Storage facilities at Western Australia's airports and harbors are
divided between government and private ownership. Airport runways, aprons and air
traffic control systems are government owned. Storage facilities, piers and quays are either
government-owned or in the private sector.

Communications and Information Systems
Western Australia's communications and information systems include regular mail
services, private sector express mail/package services, telephone, fax, video conferencing,
EDI, internet (e-mail) systems, and satellite communications. It is worth remembering,
however, that the above mediums are essentially substitutes for person to person, face to
face, communication. Now and in the future, new and present communications technology
will be judged against this standard.
Perth and its metropolitan areas have access to all state of the art communications and
information systems. However, smaller communities in Western Australia lack some or
most of these capabilities.
The efficiency of a communication-information system is judged not by the time a message
is in transit, but from the time the communication is initiated by the sender to the time it is
accepted by the intended receiver. In this respect, while the actual transit time for an airmail
letter sent from Perth to Melbourne can be measured in hours, the time from when the letter
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is posted until it is received is usually mea<;ured in days. The fastest voice communication
would be when a telephone number is dialed and the telephone is immediately picked up
and answered by the intended receiver. Note the instantaneous transit time, but more
importantly note the possible delays in completing the communication as defined above.
Note also the fundamental logistics management principle with respect to communication
information systems is that they are only "earning their keep" when used. Expensive, state
of the art, systems that are little used and brought on line for mainly prestige purposes, are
seldom justified in a cost-benefit analysis context. Thus, it is the responsibility of the
logistics manger to make the necessary trade-offs with respect to a more expensive, elegant
and sophisticated information system vs. the cost of the system. A good example of the
principle--one which almost every individual has made at one time or other-is the
decision of when to use more expensive and faster air express services vs. use of less
expensive, regular mail services.

Carriers
Every transport system has two components-the path and vehicle, e.g., road/motor
vehicle; ocean, waterway, port/vessel; airway, airport/plane. When the capability, generally
through technological improvements, of one component gets too far ahead of the other, the
transport system is degraded. For example, when the number and capability of highway
vehicles exceed the ability of the "path" to accommodate them, the highway system
becomes not only inefficient but dangerous. So too, with more and larger planes arriving at
an airport whose terminals, runways and air control system (the path) are overwhelmed by
the increased traffic.
As in the case of under-utilized communication-information systems, the vehicle
component of a transport system is only earning its keep when it is moving and carrying
freight or passengers, i.e., earning revenue. An idle ship is a dead loss, as is a passenger
aircraft waiting on a ramp for clearance to take off. At all too many international airports,
including some in Australia, planes wait up to 30 minutes or more for take off clearance
after leaving the gate.
As a general proposition in the western world, the path component of a transport system is
a responsibility of government, while the vehicle is generally titled in the private sector.
This dichotomy makes it imperative that government and the carriers know and appreciate
the importance of maximizing the efficiency of the entire transport system, not simply one
component or the other.
It is a logistics management responsibility (whether the responsibility lies with the
government or private sector) that (1) the capability of the path and vehicle components of a
transport system are approximately matched, and (2) to make every effort to see that a
vehicle, whether ship, plane, highway canier or rail car, is not idle or that idle time is
minimized.

Major Airlines Serving Western Australia Are:
Air New Zealand
Air Zimbabwe
Ansett
British Airways
Cathay Pacific
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Garuda Indonesia
Malaysian Airways
Qantas
Royal Brunei Airlines
Sempati Air
Singapore Airlines
South African Airlines
Thai Airlines
Australian-Foreign Country Route Authorities as of 31 December 1993 but not served 5:
Cook Island, Egypt, India, Ireland, Jordan, Lebanon, Mauritius, Sri Lanka, Switzerland,
Vietnam, and Yugoslavia.

Ship Lines/Conferences Serving Fremantle

-.

ABC Container Lines
ANRO Consortium
Australian National Line
Australian-Europe Liner Association
Australian-Mediterranean-East Shipping Conference
Australian-Northbound Shipping Conference
Australian-New Zealand Container Service
Baltic Shipping Corporation
Barbican Line
BHP International Marine Transport
British Petroleum
Contship Container Line
MaerskLine
Malaysian International Shipping Corporation
Mediterranean Shipping Corporation
OSK Line
Safbank Line
Stateships CWestern Australian Government Line)
Wilhelmsen Line
Non-scheduled cruise ships
Some listed lines are also conference numbers, e.g., Mediterranean
Shipping Corporation.
The number and class of commercial ships clearing Fremantle in 1992-93 were: Break
Bulk General Cargo Carriers 57, Containerships 342, Multi-Purpose 68, Roll-on, Roll-off
45, Vehicle Carrier 22, Livestock Carrier 71, Passenger-cargo 15, Tankers 213, Dry bulk
362, Other 210.

5 Kev Facts in Australia Aviation 1993.
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Motor Vehicles on Register in Western
Australia as of 30 June 1992
Motor cars and station wagons
Utilities and panel vans
Trucks and buses
Motor cycles

781,600
50,086
112,208
37,816
1,081,710

Based on past annual new vehicle registrations, an estimate of total vehicles as of 30 June
1994 would be 1,192,000. The estimated increase in motor cars and station wagons is
84,000; for trucks and buses, approximately 4,000. In terms of kilometers traveled,
vehicles use in and around Perth accounted for 63 percent of the total.

Westrail Rolling Stock (1994)
Narrow gauge
78 locomotives
3,497 wagons
Standard gauge
42 locomotives
1,217 wagons
This rolling stock in 1993-94 carried 27,726,000 tons of paying freight. Paying freight in
ton-kilometers was 5,446,623.
;

Pipelines

In many developed countries, pipelines are often a substitute transport service for rail and
motor vehicle systems. In the United States the movement of oil and natural gas dominate
the existing pipeline system together with a few small coal slurry pipelines. With respect to
the movement of some minerals in Australia, slurry pipelines theoretically could be an
option. However, the very large amount of water required for slurry movement imposes, at
least for the present, a prohibitive constraint on this technology being developed in Western
Australia.
Logistic Support Components
Banks
As every businessman knows, nothing happens with respect to a new undertaking unless
financing is available. While financing can come from a number of sources, this paper
concentrates on the major source in Australia-banks.
Banks, like other economic activity, locate and do their main business at centers of
population, i.e. where demand is generally located. Typically, this is also where they are
headquartered and is the region with which they are most familiar.
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Australia's four major banks are based on the east coast. Western Australia's two "large··
banks are small by comparison in terms of assets.

Bank

Total Assets ($ million)
(30 September 1993)

Australia & New Zealand
Commonwealth Bank of Australia
National Australia Bank
Westpac Bank Corporation

$99,993.0
90,995.0
117,251.0
104,712.0
$412,891.0

R & I Bank Group (Bankwest)
Challenge Bank

11,304.4
4,215.6
$15,520.0

Headquarters
Melbourne
Canberra
Melbourne
Sydney
Perth
Perth

Note the wide margin by which east coast bank assets exceed Western Australian bank
assets as contrasted with Australia's east coast population and Western Australia's
population (see Appendix.)
States in the American south faced a somewhat similar problem for almost 100 years
following the Civil War. While there was great potential for investment in the region, there
was little capital available to exploit the advantage. Capital for ventures in the northern
states and the newly developing west left little for the defeated states of the old
Confederacy.

-.

One strategy used to compensate for this disadvantage was to develop creative ways by
which governments (state and local) could encourage firms to locate in the region. Few
involved large financial outlays. In general it was indirect government assistance such as:

*

corporate and property tax forgiveness for a period of years;

* training of workers without cost to the locating enterprise;
* industrial revenue bonds;

* providing the necessary transport and utility infrastructures; and
* providing community amenities for employees and management, including
investment in quality education facilities.
Most of these inducements have since been copied by almost every American state in the
on-going competition (among the states) for new industries. A recent success story of a
small, essentially rural American state, achieving a significant "location" success, was the
decision of BMW to build its first manufacturing facility in North America in the state of
South Carolina.
Foreign investment interests, that is, the location of branch offices by Australia's four large
banks in foreign cities is shown on the next page. 6
6 The Austra lian Business As ia (March 23-Apri l 5. 1994).
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Logistics Support Components: Government Activities
Other than direct financial support for particular West Australian business investment,
government(s) in Western Australia can make a significant contribution in assisting existing
or potential Western Australia businesses in developing markets for their products and
services. Trade and information offices in targeted countries is probably the most used
strategy world-wide. In this respect, ten American states have information offices in
Taiwan and three times that number are located in Europe. State government officials,
including governors, regularly visit foreign countries to encourage investment in their states
and seek out markets for their state's products and services.
Selected Asian Cities
Tokyo
Osaka
Seoul
Beijing
Shanghai
Guangzhou
Shenzhen
Hong Kong
Taipei
Manila
Hanoi
Ho Chi rninh City
Bangkok
Kuala Lumpur
Singapore
Jakarta
Bombay
Calcutta
New Delhi

A.NZ
0
0
0
0
0
0

CBA
0

NBA
0

Westpac
0

0
0

0
0
0
0
0
0
0
0
0
0
0
0

0

0
0

0
0

0
0
0
0

0
0

0

0

In 1993 Western Australia had information offices in Japan, North America, Malaysia,
Singapore, Europe, United Kingdom, Germany, Indonesia, Taiwan, and Thailand.
Recently North America and United Kingdom offices were closed to concentrate resources
in Asia.

Logistics Systems
Table 1 defines Western Australia's logistics systems in terms of logistics activities which
make up the system. Each system shown in Table 1 is summarized and, where relevant,
comments and suggestions are made.

Inbound-Outbound Domestic Freight
The pronounced imbalance in population and economic activity as between Western
Australia and East coast population centers insures that the great majority of domestic
freight movement will be from east to west. This is an underlying factor and will not
change in the foreseeable future. However, in addition to the imbalance in economic
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Table 1
Logistics Activity
Ocean
Transeort
X

Rail
Trans-

Road
Trans-

Air
Trans-

eort
X

eort
X

eort

X

X

Inbound-Outbound
Domestic Passenger
Traffic

X

Storage
Warehousea
X

Terminal
X

X

X

X

X

X

X

X

X

X

X

Inbound-Outbound
International
Passenger Traffic

X

X

X

X

X

Domestic Tourism

X

X

X

X

X

X

X

X

X

X

X

X

S~stem
Inbound-Outbound
Domestic Freight
Inbound-Outbound
International Freight

International
TourismC

X

Communi cating
Info.
S~stemsb

X

a1n a logistics context, accommodations (hotels, motels) may be considered as storage spaces.

.

.

b A major function of a communications/information systems is "order processing." It is defined as the
time taken from when an order is placed to when the order is approved for shipment; in a manufacturing
case, from the time an order is placed to the time the shipment leaves the warehouse; in the case of an
airline passenger, from the time an order is placed (for a seat) to the time the reservation is confirmed and
the airline ticket is in hand.
CJncludes the movement of international students into and out of Western Australia.

activity, time and distance considerations as between Western Australia and the eastern
states are also important. Times and services for the various freight modes are summarized
below .

Rail Freight (Container Service)-Best Times
Fremantle to Adelaide
Fremantle to Melbourne
Fremantle to Sydney
Fremantle to Brisbane

44
74
80
104

hours
hours
hours
hours

Coastal Shipping
Fremantle to Adelaide (20 knots)
Fremantle to Melbourne (20 knots)
Fremantle to Sydney (20 knots)
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65 hours
82 hours
109 hours

Freman tie to Adelaide (IO knots)
Fremantle to Melbourne ( 10 knots)
Fremantle to Sydney (10 knots)

130 hours
165 hours
220 hours

Air Freight
4 hours
3 hours 10 minutes

Perth-Sydney (daily)
Perth-Melbourne (daily)

Highway Carrier
Perth-Sydney

5 to 7 days with
two drivers

The imbalance of container freight traffic from east to west presents a classical marketing
opportunity for the Port of Fremantle and Westrail-an opportunity that both the port and
Westrail have acted upon.
With deregulated container freight rates, i.e., rates determined by the market place,
container rates from west to east can be a third as much as the east-west rate. The rate
structure is driven by the fact that a number of containers with domestic freight arriving
from the east is three to four times greater than the number of containers needed to move
Western Australia's products to eastern markets. Given (1) the fact that a container is not a
throw away item like a cardboard box, and rather expensive at that, (2) that ultimately
containers shipped from the east must return to the east, and (3) that some revenue is better
than no revenue should a container return empty, it follows that container rates from Perth
to the east will be significantly lower than rates to Perth. The question is: Where will a full
container come from to take advantage of the lower rate? The answer is in developing "land
bridge" traffic. The concept is based on the simple logistics concept that a movement is not
complete until a product is in the hands of the customer. This is sometimes referred as
"door to door" service. Consider, for example, container freight originating in India, parts
of Southwest Asia, the Middle East, Mediterranean, Africa, Europe, destined for eastern
Australia.
There are two routing possibilities. The first is the so-called all water route where the vessel
continues on to Adelaide, for example, and off loads its containers which are then moved
by rail or truck to their final destinations which may be Adelaide or points many miles from
Adelaide.
The second option is to off load the Adelaide-bound container at Fremantle and move it by
rail to Adelaide. The choice of options is a classic example of a logistics trade off. Factors
that will influence the decision are:
•
•
•
•
•

total time to final destination;
ship costs from origin to Adelaide and Fremantle;
port costs at Adelaide and Fremantle, including tum around times;
land costs from Fremantle to final destination-either all rail or rail-truck;
land transport costs from Adelaide to final destination-either rail-truck
or a combination; and
• savings to the vessel by off loading all of its Australia-bound containers
and moving on to the next leg of its itinerary.
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These same factors would influence a decision with respect to land-bridging containers to
Melbourne or Sydney.
The responsibility of Fremantle in a land bridge scenario is to: keep port costs, which
include turn-around time, at a minimum. This means adequate container berth facilities (no
waiting at anchor), efficient cargo handling, efficient information processing, an efficient
system to track container movements, and sufficient container storage space as required.
The responsibility of Westrail is to provide sufficient services to the east, at a competitive
cost, keeping in mind the importance of time to final destination. One program being
implemented is to increase height clearances along the right-of-ways to allow double stack
container trains .
Both the port and rail carrier have a responsibility for cargo security and absence of
damage.
As indicated, both the Port of Fremantle and Westrail have recognized the opportunity
presented by the land bridge concept. In 1994, Fremantle had adequate berthing space and
had been successful in increasing port efficiency. Reductions in tum-around-time for
vessels and the associated costs have exceeded price increases for port services. Storage
capacity was adequate.
Moreover, the port is committed to the goal of privatization/ commercialization of its assets
which should insure continuing productivity increases. According to a report by the
Industry Commission, Fremantle's port authority charges on containerized cargo (imports
and exports) of $49.20 per TEU are lower than Adelaide's $79 per TEU, Melbourne's $55
per TEU and Sydney's $98 per imported TEU and $55 per exported TEU.
The most pressing problem for Australian shipping in general-not Fremantle alone-is
port stoppages occasioned by maritime worker strikes. In September 1994, a week long
strike cost ship owners approximately $5 million/day. One hundred and sixty ships were
stranded. The irony was that the strike was not about working conditions or wages but
over the government's plan to sell its stake in the Australian National Line, a shipping firm
with a reported negative net worth. The comment of Mr. Ian Spicer, the chief executive of
the Australian Chamber of Commerce, is instructive.
We've worked for years to try to re-establish our reputation and up until now it has
been very good ... But one act like this simply reinforces in the minds of the
Japanese and others in South-East Asia that we can't be relied on to deliver our
goods, and that we are still dominated significantly by industrial unrest. 7
A year earlier, a report commissioned by the Australia-New Zealand Direct Line (ANZDL)
concluded that Australia's reform program of the early 1990s had not produced cost
savings that ocean carriers could share with shippers. The bottom line was that it cost
carriers 14 percent more in constant dollars to call at an Australian port than it did in 1989.
Part of the problem as seen by the president of ANZDL is that ports in Australia have a
monopoly on serving their hinterlands because rail and truck service is so poor. One
proposed solution is to increase the efficiency of container movements by rail which in turn
would increase competition among Australia's seaports.8
7 "Stranded ships cost $4m a day. " The Australian. 12 Septe mbe r 1994.
8··swdy: Waterfront Reform Is No Bargain in Australia, ·· Journal of Comme rce .11 December 1993.
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Coastal Shipping
As noted earlier, coastal shipping does not account for any great part of Fremantle's
imports and exports in a total sense. In 1992-93 overseas ship calls increased by 10.3
percent, while coastal ship visits decreased by 16.4 percent. This, however, is not the case
with Western Australia ports other than Fremantle. For these ports, coastal shipping is
much more important. Moreover, roll-on, roll-off (RO-RO) vessels, vehicle vessels, and
lighter aboard ship (LASH) vessels, having the potential for quick tum arounds and with
ship speeds of 20 knots or better, could be competitive with highway transport in linking
southern and northern areas of Western Australia. Their advantages would be in the areas
of capacity and fuel costs. And like international shipping, coastal shipping would suffer
from maritime strikes which shut down Australian ports. If anything, coastal, shipping
firms would be more vulnerable due to the lack of deep pockets, i.e., the lack of financial
ability, to wait out a long waterfront strike.

Road Systems
Northern Western Australia is entirely dependent on its highway system and coastal
shipping for intra-state freight movements. As seen in the Appendix, Western Australia's
rail system is confined to the southern part of the state. A compensating factor is, that for
the most part, Western Australia's highway system is quite adequate in terms of user
requirements. A second favorable factor is that the system is adequate to handle road trains,
i.e., multiple trailers pulled by a single tractor.

Air System
For the most part, Western Australia's intra-state and interstate air links are quite
satisfactory in terms of user requirements. The weak link is a lack of service linking smaller
Western Australia cities with eastern Australia. For most, connections are through Perth.
To a lesser extent this is also true for air express services. While air express service is
available in most Western Australia cities of any size, frequency of service is a major
drawback.
Regular international airmail service from North America and Northeast Asia (Japan, South
Korea, Taiwan, China, etc.) to Western Australia goes through eastern Australia gateways.
This routing can add 1-2 days to delivery times in Western Australia. This is mitigated to
some extent by the fact that express mail services such as DHL Worldwide Express and
Federal Express are viable alternatives to regular mail service in the Perth area.

Inbound-Outbound International Freight
With the exception of bulk shipments (ores, minerals, petroleum products) the vast
majority of general/container export freight moves through the port of Fremantle. Inbound
container freight destined for eastern Australia was discussed earlier.
General cargo/containerized freight, imports and exports, that move through Fremantle
depend on Western Australia's rail and highway system. In southwest Western Australia an
extensive rail and road system insures that this freight can move efficiently. Containers and
general cargo destined for northern Western Australia is another matter. Long distances and
the absence of a rail system add to delivered cost. The options are to improve Fremantle's
links to the north (extend the reail system, improve significantly coastal shipping services,
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add to and improve the road system where necessary, or any combination thereof) or to
have inbound containers and general cargo destined for the north and western parts of
Western Australia off loaded at northern ports, e.g., Port Hedland, Dampier. The problem
with the second option is that it is inefficient from the ship operators point of view to make
numerous port calls for small tonnage amounts. One long run, and ultimately cost-effective
solution would be for the Western Australian government to concentrate resources in
building up a single northern West Australian container/general cargo port.
Fremantle makes the claim that it is the closest major Australian port to many parts of East
Asia. Darwin, which in fact is considerably closer to these markets, is discounted as being
a minor port. However, a real possibility exists that in time there will be a Darwin "land
bridge" to populous east coast destinations, although the huge cost involved make it an
unlikely project in the foreseeable future. But should Darwin grow as Darwin hopes to
grow, much inbound general freight from Asia and destined for northern West Australia
will move through Darwin absent a major container port in northern West Australia.
Efficiently moving bulk exports through northern West Australia ports is not a present
problem. Mining companies have developed world class logistics systems in this respect.
Broken Hill Properties (BHP) operates the world's longest private railway from Newman
(population 5,500) near its ore deposits, to Port Hedland from where the ore is shipped to
overseas destinations.
The rail line is 426 kilometers in length. From mine mouth to the ore carrier loading in Port
Hedland, the logistics is state of art. Operations at the port and the stockpile site are largely
computerized. Tum-a-round time for a 300 meter ore ship is approximately 25 hours which
is equal to the best times in the world. 9
A second private railroad of 393 km runs from Mt. Tom Price in the Hamersley Range to
Paraburdoo and on to the ore port at Dampier. This operation by Hamersley Iron, like that
of BHP, is enormous in scope. A standard train consists of three diesel electric locomotives
hauling 200+ ore wagons.
However, as every logistics manager knows, there is always room for improvement and
such improvements will be mandatory as new competitors enter the market and old ones
return, e.g., South Africa.

Inbound-Outbound Domestic Passenger Traffic
As in the case of freight movements, time and distance are the decisive factors influencing
the kind and amount of passenger movements into and out of Western Australia. In this
regard:

Rail Passenger
Perth-Sydney-twice a week service
Perth-Melbourne-twice a week service
via Adelaide with layover in Adelaide

9 s afe, Mike. Oresome," The Aust rali an Ma£azine . July 30-3 1, 1994.
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66 hours
62 hours

Bus
Perth-Sydney--<laily
Perth-Melbourne--<lail y

60 hours
48 hours

Air
4 hours
3 hours 10 minutes

Perth-Sydney--<lail y
Perth-Melbourne--<lail y

Privately Operated Vehicle
Perth-Sydney (average)

3 - 5 days

Like the American state of Alaska, most towns in Australia of any size have an air strip.
And as noted earlier just about all moderate size localities are served by major Australian
airlines, non-scheduled, or regional carriers. A problem arises when the population of a
locality falls between being too small to make Australia-wide air service economjcally
viable, yet large enough to make service to a hub airport profitable. In Western Australia,
Kalgoorlie -Boulder is a case in point (population approximately 30,000). It is too small to
support scheduled air services to eastern Australian metropolitan areas, but large enough to
support relatively frequent services to Perth where connections to Sydney and Melbourne,
for example, are available.
Broome would be another example. While not as large as Kalgoorlie-Boulder, as a holiday
destination, it can support several airlines. In 1994, like many other West Australian
destinations, it is benefiting from increased competition between Australian carriers.
Modes, other than air, are probably as efficient as can be given the time and distances
involved. Of interest is that bus service to the east coast is considerably faster and cheaper
than the rail alternative. The explanation lies in the number of communities a nationalized
rail carrier must serve, irrespective of demand.
As noted earlier, in domestic freight movements, passenger travel in southern Western
Australia is not a problem. Given the relatively large population in the region-and the
derived demand for transport services-transport as a logistics activity will remain viable
and competitive.
The northern and western parts of the state are another matter. Sparsely populated, their
passenger transport services will largely depend upon traffic generated by the mining
industry and to a lesser extent upon tourist demands. Additional investment in a transport
infrastructure will depend upon the amount of public monies the Western Australian
government is willing to spend. It should be noted, however, that a relatively sparse
population is not necessarily a bar to transport investment. Transport systems can be built
in advance of supporting traffic as was the case in the American trans-continental railroad,
while technology, present and future, can extend the amount of commercially usable land.
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Inbound-Outbound International Passenger Traffic

This traffic is essentially composed of international air passengers arriving and departing
Perth with some international traffic at Port Hedland.
The first point to be made is that airline passengers much prefer, if not insist on , arriving
and departing during nominal waking hours, e.g., 7 AM-11 PM. Accommodating this
requirement is not too difficult with respect to interstate air service in Australia even
granting the different time zones and the different options pursued by state governments
relevant to them. While West Australians might be inconvenienced, it would be only a
marginal consideration. Nor is time of day arrivals and departures a major problem when
Perth is an origin or final destination, e.g. , Perth-Singapore (4 hours 55 minutes), Perth
Auckland (6 hours 20 minutes). In such cases, arrivals and departures can be scheduled to
fall within reasonable time constraints.
A problem, however, arises for "intermediate cities." It comes about when there is enough
traffic at an intermediate city to make it a profitable scheduled stop in a continuing flight to a
larger market. Should direct air service be established between India and Australia, for
example, where large time differences exist, the problem for Perth could be getting
reasonable arrival and departure schedules . If it came to a choice, a carrier would schedule
an arrival at Perth at 2 AM as opposed to an arrival at Sydney at 2 AM. So too, with
departures. This is nothing more or less than accommodating the larger market.
Air service-frequency and schedules-is a major location consideration for service
industries where air travel is a major business expense. In the above hypothetical example,
generating sufficient demand would be the only marketplace solution open to Perth. The
other option is intervention by government, either by financial incentives or regulation .

·•

On the other hand, air freight, in and of itself, has no preference for time of arrival or
departure. In fact, in large air freight hubs such as the Federal Express hub at Memphis in
the United States, most activity is at night.
Other logistics considerations with respect to international air passenger service mainly
involve the air terminal. A terminal is basically judged by its throughput other things equal.
Delays at a terminal can degrade an otherwise efficient and pleasant flight. The
requirements for efficient terminal operations were noted earlier.
One final point deserves note. Recall that a transport service begins with the need for
information and the ultimate processing of the information. For Australia, part of the order
processing cycle is the time and cost of obtaining a visa. A recent study found that 51
percent of Koreans and 38 percent of
Japanese said obtaining the necessary visa would discourage them from visiting Australia
in the future.10
While no data is available showing the impact of the visa requirement on business travel
and business decisions respecting Australia, it is safe to assume that some impact exists.

10 "Visa policy deters international visito rs." The Weeke nd Au stra li an. Sep tember 24-25. 1994.
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Domestic and International Tourism

Viewed as a logistics process, domestic and international tourism in Australia involves all
transport activities--0cean, rail, road, and air-storage facilities (hotels/motels), terminals,
and communication and information systems. 11
The process generally begins with information and the processing of information. An
efficient information system would be one that is complete, fast, and accurate. The two
main sources of information worldwide are travel agents operating in the private sector and
government agencies, such as tourist information offices, located in strategic domestic and
foreign markets. With respect to international tourism, a major government information
processing activity is its network of foreign consulates. Here would be obtained not only
visas but essential business information. It cannot be too strongly emphasized that many
later business investments (in any country) began with a tourist visit.
Aside from the present issue over visa requirements, Western Australia's information/
communication systems is entirely adequate. One caution, however, is the continual
recognition that tourism as an earner of foreign exchange depends upon all the logistics
activities cited in Table 1. A less than efficient performance by any one can adversely
influence the decision to make an initial (or return) visit to Western Australia. A second
caution is to recognize that international tourism is dynamic and that tourists' preferences
change and many tourist decisions are made at the margin. Other things equal, the decision
to make a return visit to Western Australia as opposed to another destination, could well
turn on the efficiency and politeness of a customs or immigration officer, a hotel
receptionist, or a taxi driver. l2
Below are indications the importance of tourists in the context of all intentional visitors to
Australia in 1993.

Purpose of Visit

Numbers

Percent

In Transit
Convention
Business
Visiting Relatives
Holiday

95,600
50,200
268,400
530,500
1,866,500

3
2
9
18
62

Other
Total

185,000
2,996,200

6
100

The numbers and impact of foreign students at Western Australian institutions of higher
learning has been cited in an earlier section of the paper. The only comment to be made here
is whether Western Australia is taking full advantage of the foreign student as a conveyor
of information about Western Australia, not only as a destination for tourists and students,
11 While only a small part in the overall tourist picture, cruise ships do make calls at Fremantle. An unsettled
waterfront environment is cited as one reason this tourist activity has not increased.
12 Twenty-five years ago United States tourism suffered from the rudeness, overbearing, and condescending
attitude and actions of cusroms and immigration officials, particularly ar major gareways. Acting in concert, the
American tourist indusrry, through collective political pressure, forced the needed changes. Constant vigilance by
the tourist industry has insured that rhe positive changes made have endured.
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but equally of the business environment, practices and organization in the state. The
Western Australian government has shown its willingness to provide sources of
information about the state in a number of foreign countries, as well as eastern Australia. A
relatively small investment in briefing departing foreign students about Western Australia
would seem to this author to have large benefits at a small cost. In thinking about the
possibility, ask what things would most foreign students not have seen during their stay in
Western Australia: the operations of a large bank/financial institution? a farm or ranch?
Putting together a relevant "tour/information" program in th.is regard should present no
great problem.
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II
Look West: India and Africa
Western Australia's role in global economic development and trade and Perth's role in
particular, will depend almost entirely upon the state's own resources and initiatives.
Isolated by time and distance in terms of transport, is a fact that cannot and should not be
ignored.
In an economic sense, Western Australia's growth will depend more upon policies and
actions akin to those of an independent country rather than as a state in the Australian
Commonwealth. In one sense, Western Australia might think of itself as a member of a free
trade area made up of the several Australian states that are members of a binding political
and military alliance, the European Union and NATO being models in this respect. And
how Western Australia views itself will be even more important should an Asian Pacific
Economic Cooperation (APEC) free trade agreement come into being.
The above simply suggests that Western Australia look to its comparative global economic
and geographic advantages as it decides where its resources and efforts should be
concentrated. As a member of an "Australia free trade area" it can, to some extent, exploit
its greater productivity in manufacturing and thereby increase its exports to eastern
Australia. However, this advantage will probably never completely compensate for the size
of the east Australian market and distances involved in reaching it. Accepting this as a
given, a more promising option is to look to foreign exports .. . something Western
Australia businesses understand quite well. In economic terms Western Australia should be
looking for niche markets, markets where it can tum its geographic location to advantage.
Not considered are Western Australian exports of minerals and liquid natural gas which are
already acknowledged as existing and potential primary earners of foreign exchange.
Niche strategies focus on a single segment. Just as the panda bear found its
biological niche in the consumption of bamboo shoots, so too is there a
canoe company that has found its market niche in the fabrication of racing
canoes, or the many firms which are distinguished only by the fact that they
provide their highly standardized offerings in a unique place, a geographic
niche.
For some firms, exceptional opportunities exist for competing directly with
large established companies. These smaller challengers pursue "niche"
strategies in the sense of being focused and directed at serving the needs of
a particular group of customers. 13
Generally speaking geographic (export) niche opportunities will be toward the west.
India, Sri Lanka, Africa, and the mid East. One very secure niche is Western Australia's
export of sheep to the Mid East. But why not look to Europe, all of Asia or for that matter,
all the world? And in particular, Indonesia, where Western Australia has developed a
number of business, foreign student and tourism ties .

13 Mintzberg, H. and B. Quin n. The Strategv Process: Concepts. Contexts. Cases (Englewood Cliffs, NJ:
Pren tice-H all. 1991 ). pp. 77 and 620.
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In this paper, the question will be answered only in a general sense and dependent
primarily upon observation. Statistical analysis, however, would be a worthwhile
undertaking and should lead to more detailed conclusions.
First, Australia's eastern states have a geographic advantage respecting trade with most of
Asia. This advantage has already been exploited and is well in place. So too, with North
and South America. As to European trade, distance works as much against Western
Australia as for it. The savings of 4-5 days out of a voyage of 28+ days, becomes a
marginal consideration, i.e., using the Fremantle land bridge as opposed to an all water
route. Second, as to Indonesia-Australia trade, Western Australia can compete for a
substantial share based on geographic location. However, this trade will always be
contested by Brisbane and Sydney. Darwin's place in Asia is discussed in the conclusion.
Third, Western Australia has strong links with Singapore but there is no overriding
geographic advantage. As noted above, as distance increases between Australia and its
trading partners, saving of several days become less a consideration in vessel itinerary
decisions. Given the "pull" of economic activity in eastern Australia, Singapore and
Malaysia will remain important trading partners for Western Australia, but in no way a
West Australian monopoly.
Fourth, trade with the Americas and North Asia (Japan, China, the Republic of China on
Taiwan, Philippines, Russia) will remain, for the most part and into the foreseeable future,
with Brisbane, Sydney and Melbourne.

INDIA
With respect to developing trade with India, and to some extent with the Mid East, Western
Australia has advantages as well as disadvantages. On balance, pluses outweigh negatives.
Advantages include:
(1) Geographic location. While distances are still great, the savings in transport costs by
using Fremantle port as an ocean gateway for Australian general cargo imports and exports
is still considerable, i.e., Fremantle as the western anchor for land bridge traffic.

(2) Investment and trade opportunities. In the latter part of 1994, much has been written
about Australia-India trade, but seemingly little action has been taken. News
stories/features in The Australian, July-November 1994, include:
"Investors tum focus on India"
"WA courts trade with India"
"Call for India trade triangle"
"India looks to strengthen our business ties"
"Indian Summer"
"India may open financial services sector in latest reform push"
Other published information focusing on India-Australia trade and investment is found in
The Australian Business Asia. Asiatrade. and Asialine. The Australian Department of
Foreign Affairs and Trade published a detailed analysis of Australia-India trade prospects
India's Economv at the Midni2:ht Hour: Australia's India Strate2:y.
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In I993, 1,478 foreign collaborations were cleared by the Reserve Bank of India, of which
692 were technical and 786 financial. Below is how they ranked by amount of investment
in India.
United States
Germany
United Kingdom
Israel
Japan
Australia
Malta
With most attention in Australia being focused on APEC and its trade and development
opportunities, Western Australia has the opportunity of being a major player in India's
trade and economic development. 14
As Confederate general, Nathan Forrest noted . .. "He wins the battle who is there firstist
with the mostest."
Di sad vantages
(1) India needs venture capital. The India government generally favors joint foreign
undertakings. But nothing moves until funds are available. Worldwide, foreign
investments are generally underwritten by major banks, multinational corporations, and
large financial institutions such as insurance and brokerage firms . Thus, while Western
Australian entrepreneurs may see opportunities for non-mineral exports and joint ventures,
availability of funds remains a major problem. As noted above, Western Australian banks
in terms of assets (and ability to lend) are dwarfed by eastern state banks. The fact that
Australia's four largest banks have a significant presence in Western Australia does not
necessarily mean funding for Western Australian business ventures, particularly foreign
ventures. In point of fact, three of the four large banks have focused their interests in
northern and southeast Asia. Only ANZ has a major presence in India.

It must also be noted that neither of Western Australia's two banks-Challenge and
Bankwest-have any present interest in underwriting foreign ventures, but rather have
opted to concentrate on the domestic market. In the private sector, the most likely funding
sources for Western Australian investment in India are the ANZ Bank and foreign banks
doing business in Australia and having a presence in India, e.g., Citibank, Hong Kong
Bank of Australia (HSBC), Standard Chartered Bank, and Banque Nationale de Paris.15
(2) Lack of direct air links to India. Although a route authority is in existence, there is not
direct air service between Australia and India. The best service is via Singapore.
No matter how congested Sydney's international airport may become, Perth will never
divert existing traffic away from Sydney. or for that matter any other major eastern
Australian city. What it can do, however, is encourage and cultivate initial air services

14 lntervie w with John Kin!!, Pres ident. Aust ralia- In dia Bus iness Counc il. 21 Oc tober 1994, Perth.
15 Grindlays Bank of India
a subsidiary of the A~ Z Bank. T he J\ational Australia Bank has a re prese ntative
office in 1ew Delhi.

is
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between India and Australia, build up the traffic (perhaps initially focusing on tourism) and
in tum become the gateway airport for Australia-India air services.
Demand, however, for air transport, like all transport demand, is essentially a derived
demand; one that follows from significant economic activity at and between points A and
B. While the Western Australian government is not about to underwrite air service between
Perth and India, it can do much to encourage and develop the economic activity necessary
to support such service. As Western Australian manufacturing continues to grow in the
high value, high technology field, and with a corresponding growth in high technology
manufacturing in India, Perth's first Indian service might well be in air cargo. The
precedent is there. In 1992-93, India's five main gateway airports handled 298,698 metric
tons of freight. 16

AFRICA
There are two main areas of interest with respect to Australia-Africa trade and
development. The first is the export, worldwide, of mining technology and alJ of its many
facets. Australia, and Western Australia in particular, have this expertise, one that will be in
much demand as new mined resources are discovered and developed. Africa is certainly a
candidate for new mineral discoveries and improved practices with respect to existing
mining operations.
In remarks before a group of Western Australian business leaders, Mr. Ross Bums,
Australia's High Commissioner to South Africa, listed eight niche opportunities for
Australian investment in South Africa. At the top of the list was mining technology and
services.. The list included: 17
mining technology and services,
building technology and materials,
rural development systems,
telecommunications systems and equipment,
transport equipment,
marine equipment,
hospital and medical equipment, and
education training and services.
It is worth noting that this list could apply to just about all countries in Africa. To the extent
that Western Australia can fill many of these needs, then to that extent will Western
Australia-Africa trade grow and prosper.
Central to the development of "service" exports to Africa (as well as other regions) is Perth
International Airport. The airport has adequate capacity to handle its projected increase in
traffic well into the 21st century. More important, it has land to spare. A March 1991 Land
Use Development Plan identified about 455 hectares which could be developed for non
aviation purposes. Suggested uses include short stay accommodations, high profile
commercial, general commercial, airport-aviation commercial, and recreationaJ. 18
16 Main air gateways to India are Bombay, Delhi, Madras, Calcutta and Trivandrum.
17 "The New South Africa Business Opportunities for Australia." Address by Ross Bums on 11 October 1994 at
18 Perth International Airport is owned by the Federal Airports Commission . The FAC has the authority to act
independently of State and local authority .but in practice. seeks their cooperation.
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Suggested here is that given a Western Australia goal of exporting its mining technology
and general mining expertise, the following undertaking be considered. It would be to
locate and develop a branch campus of the Western Australia School of Mines at Perth
International Airport. This campus would be mainly concerned with the instruction and
development of state of the art mining technology and the associated skills needed in
mining operations. Its students would come from the mining industry, primarily existing
and potential mine managers in need of new and upgraded skills. A world class mining
library would support various instructional courses. A convention center/mining museum
would host international conferences in all aspects of mining operations. Accommodations
for students and visitors would be a part of the center. Curtin University would be expected
to play a major role in the development and operation of the campus. Concurrently, or at a
later date, other Western Australia service export industries could become a part of the
center's operation. But in any event, mining should be the initial centerpiece of the
complex. If all went well, such an undertaking might be an enticement for a major
Australian mining company to relocate its headquarters in Perth.
The second main area of interest with respect to Western Australia-Africa trade is to
consider Africa, particularly South Africa, as a mineral exporting competitor as well as a
market for Western Australian products and services. In this context, the transport logistics
activity becomes quite important. Not only must minerals be extracted and processed
efficiently but also must be transported efficiently and with certainty to remain competitive
in world markets. With the exception of highways, land transport-road and rail-in
northern West Australia is in the private sector. For the moment these local systems are
adequate to the task at hand. Present and potential difficulties lie mainly in the ports. As
noted earlier, Australian ports can be closed down almost at will by industrial action. By
and large, this is a political problem. However, a second port problem is equally vexing. It
is port costs in Australia, also cited earlier. A recent BHP study found that Australia's ports
were the world's most expensive. Thus, it becomes not a question of whether Fremantle's
port costs are lower than Sydney's but whether the production costs of Western Australia
extractive industries plus the associated transportation costs to market are competitive with
non-Australian sources. 19
The third area of interest with respect to Western Australia-Africa trade is the one of general
cargo, primarily container shipments by sea, and air freight. Western Australia's present air
and sea links to Africa are marginally adequate. While it can be debated as to which comes
first, the chicken or egg, in trade, demand for services must precede supply of the service.
World shipping is still generally overtonnaged in 1994. With conference rates as much an
exception as the rule, that is, most rates being open to negotiation, Western Australia will
be supplied with needed shipping services, not as much as some shippers might wish, but
adequate for the present demand. Air service may need a nudge by government.

19 ·'BHP survey fi nds ports the world 's most expensive." The Australian , 11 Octobe r 1994, p. 4.
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III

CONCLUSION
Logistics Activity Comment(,
1. The program to improve transit times and system efficiency (double stack container
wagons) between Fremantle and Adelaide deserves a high priority by Westrail. If
circumstances should ever allow, Westrail should acquire an in-house, highway
container capability, based in eastern cities, to serve its land bridge traffic, i.e., become
a multimodal freight transport company. In time, a privatized Westrail might consider
bringing coastal shipping services under its corporate umbrella. For the moment,
however, resources should be concentrated on improving Fremantle-Adelaide rail
movements.
2.

The highway system linking Kalgoorlie -Boulder and Port Hedland-Dampier via
Meekatharra and the Great Northern Highway should be brought up to the highest
standard in the Western Australian road system. The desired result is that freight
originating along this route have the option of moving through Port Hedland-Dampier,
if that option is more cost effective.20

3 . Western Australia should concentrate resources on developing a single general
cargo/container port to serve the northern part of the state, i.e., from Broome
southward to Carnarvon. Wyndham and Kununurra will always be a part of Darwin's
hinterland. Such a port would be in a position to compete with Darwin for whatever
economic activity might develop in the future with respect to the vast interior areas of
Western Australia, and its offshore Northern Shelf oil and natural gas fields.
In 1993, Western Australia's Pilbara and Kimberley areas have a population of
approximately 68,000 vs. a population of 120,000 in Darwin's hinterland. Classical
gravity models hypothesize that (1) the size of a populated area and its associated
economic activity will exert a demand pull with respect to intermediate areas, (2)
distance from population and economic activity is a supply drag, and (3) that trade or
interaction between two areas varies positively according to their size and negatively
according to distance, other things equal. This suggests that in time to come Darwin's
hinterland could include large parts of northern Western Australia.

4.

The establishment of direct air service between Perth and a gateway Indian city,
preferably Bombay, should be given attention at the highest levels of the Western
Australian government, even to indirect financial assistance. As in the case of
developing a Class I Kalgoorlie-Boulder-Port Hedland-Dampier highway link ahead of
demand, so should consideration be given to establishing an India air link ahead of
traffic.
Establishing such a link in 1995 is a niche opportunity that will not be there forever.
Perth can become Australia's air gateway to India or become a 12 AM fuel stop on a
Sydney-India service.

5.

Western Australia's government should encourage development of some minimum of
direct air service between the Kalgoorlie-Boulder area and major east Australian cities.

2 0 From a national security point of view, a rail link between Kalgoorlie and Port Headland/Dampier is a much
preferred option.
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(At present, there is a planned service between Kalgoorlie and Adelaide). The addition
of such a scheduled service would be a positive factor in the development of the
greater Kalgoorlie area. Traffic loss through Perth's domestic airport would be
minimal and more than made up in overall economic benefits to the state.
Supporting Logistics Activity Comments
1.

Western Australia should strive to establish a trade presence in India. It has been
suggested an information office be opened in Calcutta, given that AUSTRADE already
is established in Bombay. This writer disagrees. A Western Australian information/
tourist office should be located in Bombay. This is the financial center of India and
must be recognized as such. One statistic is worth noting in this respect. In 1993,
Bombay handled 135,236 metric tons of air freight; Calcutta 13,278. If Bombay as a
choice is ruled out for political considerations, then the choices, in order, should be
Madras and Delhi.

2.

Absent the presence of Western Australian-owned financial institutions in India and
Africa, the Western Australian government should explore other options for financing
West Australia ventures in these areas. It is not suggested that the government offer
any type of financial underwriting, but rather select one or two banks (Australia or
foreign) as its chosen instruments. One strategy would be for the Western Australian
government to partly or wholly guarantee "quality" loans for joint ventures, perhaps in
partnership with an Indian financial institution. The amount and numbers need not be
great but rather viewed as seed corn with an expectation of greater things to come. A
reasonable-though controversial--comment is that Western Australia's government
and businesses are overly intrigued by the possibilities of property development (by
foreigners) in the state. As has been shown recently in Australia, these investments are
more at risk than the long term possibilities inherent in trade.

3.

In cooperation with the Federal Airports Corporation, Western Australian state and
local governments should develop an international gateway complex of educational and
commercial facilities that focus on mining and other extractive industry technologies
(e.g., petroleum and natural gas) and later expand to include other Western Australia
service export industries as they develop.

4.

To the greatest extent possible, Western Australia should isolate its ports from
disruptions in port services caused by nationwide industrial action. This, as much as
any other consideration, would encourage ship calls at Western Australia ports.

5.

Commercial enterprises that are compatible with Western Australia's geographic
location and logistics infrastructure include:
a. Major ship repair facilities, in particular ship repair facilities concentrated in
Fremantle and a single northern West Australian port.
b. Aircraft refurbishing, repair, and overhaul facilities concentrated at Perth
International Airport.
c. Shipbuilding, e.g., Austral Ships of Western Australia, Oceanfast, Ltd., and their
joint venture, Ferries Australia. The market for ferries worldwide, and in Asia in
particular, is a growing one.
d. Railroad rolling stock refurbishing.
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e . Industrial parks/free trade zones, particularly in Northern Western Australia,
concentrating on light, high value manufacturing.
f.

Automotive components for domestic and foreign markets.

g. Warehousing/storage facilities in Northern Western Australia. Southern Western
Australia in 1995 has an over capacity with respect to warehousing/storage
investment, but a capacity that should be attractive if charges are set by the market
and not kept artificially high by government agencies having title to the assets.
6 . Given Western Australia's geographic isolation and its plans to play a major role in
global economic development, the more political and economic options open to the
state, the better. If and when structural changes are considered regarding the Australian
Federation, Western Australia should opt for more, not less, state authority. Western
Australia must be able to differentiate itself, develop economic niches and exploit them
to the fullest. It is fair to say that without a federal form of government in place in the
United States, wherein certain state rights were assured, the southern states of the
United States in 1994 would still be a markedly underdeveloped part of the nation. 2 1

21 No thi ng in the abo ve comments depends upon action or no n-action with respec t to the priYatization of
Australia's airport and seaports.
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IV
APPENDIX
AUSTRALIA AND WESTERN AUSTRALIA
The chief purpose of this appendix is to provide Canadian and American readers with a
general economic overview of Western Australia in the context of Australia as a whole.
While the paper is primarily directed to Western Australia's business community, the
interest of the two groups is entirely complementary given Western Australia's declared
goal of being a major player in Asia's economic development and the key role played by
North American investors and financial institutions in global, private sector undertakings.
Three maps are included in this appendix. One shows Australia's primary road system. A
second shows the road system in Southwestern Western Australia, while a third shows
Western Australia's freight rail system.

Geographic Area
As a continent and a nation, Australia's area of 2,966,200 square miles (7,682,300 square
km) is approximately equal in size to Europe west of the Ural Mountains, and larger than
all of the NATO nations, excluding the United States and Canada. Western Australia's area
of 975,100 square miles is approximately equal to the combined land areas of France, Italy,
United Kingdom, Spain, Portugal, Germany and Norway.
;

WESTERN AUSTRALIA
Queensland
Northern Territory
South Australia
New South Wales
Victoria
Tasmania
Canberra (Federal Capital)
Excluded are islands and Antarctic

975,100
666,990
519,800
379,900
309,500
87,900
26,200
900

Population (September 1993)
Australia's total population in 1993 was 17,241,887; that of Western Australia 1,683,574
or approximately 9.7 percent of the total. Of these, 1.55 million are located in Southwest
Western Australia, with the great majority concentrated in and around the city of Perth.
New South Wales
Victoria
Queensland
WESTERN AUSTRALIA
South Australia
Tasmania
Northern Tenitory
Canben-a (Federal Capital)
Antarctic & Islands

6,024,326
4,463,719
3,134,186
1,683,574
1,463,874
472,198
169,073
299,034
2,765
30
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Approximately 72 percent of Australia's population live along the East Coast in an area
stretching from Cape Kimberley to the Victoria-South Australia border.

Rain and Resources
Western Australia's mineral resources are considerable. Gold and nickel mining are
primarily located in the southeastern part of the state in and around Kalgoorlie, while
aluminum is generally mined in the southwest and far north around Mt. Saddleback, Mt.
William, Chittering, and the Mitchell Plateau. Iron ore mining is concentrated in the
northwest part of the state in the Pilbara region. Other minerals deposits-lead, zinc, tin
and copper are found primarily in the southwest.
Rainfall is concentrated in the southwest portion of Western Australia, primarily in the
coastal areas. Here is found most of the arable land. Pastoral areas are located in the central
and northern coastal areas. Perhaps as much as 40 percent of Western Australia is desert
Great Sandy Desert, Gibson Desert and the Great Victoria Desert.

Western Australia's Economy: Overview
Mean Per Capita Household Income (1992-93)
$17,866
$18,333

Western Australia
AUSTRALIA
-..

In and around Perth, income was close to the national average (98.3 percent). In
agricultural areas the average was 83 percent, while in predominately mining areas the
average was 115-130 percent.

Full Time Employment (June 1994)
589,200 persons
5,990,400 persons

Western Australia
AUSTRALIA

Percent Unemployment (June 1994)
Western Australia
AUSTRALIA

8.4 percent
9.6 percent

In 1993-94,40,000 new jobs were created by private investment.

Western Australia Economic Growth Rates
6.0 percent
4.5 percent

1993 - 94
1994 - 95 (est.)
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Forecast of Average Growth Rates
By States, 1992-93 - 2000-01
WESTERN AUSTRALIA
Queensland
New South Wales
South Australia
Victoria
Tasmania
Northern Territory

4.0 percent
3.9
3.8
3.7

3.5
3.4
N.A.

Private Investment in Western Australia
1991 - 92
1992 - 93
1993 - 94

$6.3 billion
7.5 billion
8.4 billion

Private investment in Western Australia increased at five times the national rate. The mining
sector accounts for over 50 percent of private sector investment in Western Australia.

Western Australia Gross State Product By Industry Sector
16.4 percent
15.4
15.4
13.0

Public Sector
Other
Mining
Wholesale/Retail Trade
Manufacturing
Construction
Finance/Property
Transport
Agriculture

10.6

8.9
8.7
7.5
4.1

The Value of Minerals Produced Annually Is $12+ Billion.
Exports
Western Australia accounted for approximately 25 percent of Australia's export dollars in
1993. Forty percent (40 percent) of Western Australia's output was exported. One third of
Western Australia's Jirms export. The value of these exports in 1993-94 was approximately
$15.8 billion. Western Australia has a "trade surplus" of approximately $10+ billion.

Percent of National Exports (1993-94)
WESTERN AUSTRALIA
New South Wales
Victoria
Queensland
South Australia
Tasmania
Other
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24.3 percent
22.2
19.0
18.7
5.9
2.3
7 .6

.:

,

Western Australia's Major Exports (1993-94)
Ranked By Percent Share of Total Exports
Gold
Iron Ore
Alumina
Wheat
Liquid Natural Gas
Elaborately Transformed
Manufactures*
Petroleum
Diamonds
Wool
Nickel
Other

20 .0 percent
18 .0
10 .0

7.5
7.5
7. 0
6. 5
3. 0
3. 0
2. 5
15 .0

*Fabricated manufactures, e.g., shipbuilding.

Western Australia Export Destinations (By Rank)

\

l

Japan
United Kingdom
South Korea
People's Republic of China
Singapore
United States
Hong Kong
Indonesia
Republic of China on Taiwan
Thailand

Tourism as a Foreign Exchange Earner
The total number of tourists (international, short term) visiting Australia in 1993 was
2,996,300. Western Australia's share of the international market in 1993 was 13 percent
(389,500 visitors). Estimated tourist direct expenditures in Western Australia:
1990-91
1991-92
1992-93

$460 million

535
584
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Origins of Tourists Visiting Western Australia, 1992 -93:
United Kingdom/Ireland
Singapore
Europe
New Zealand
Japan
North America
Malaysia
Hong Kong
Asia
Other

23.3 percent
15.0
13.7
8.8
8.5
8.4
6.9
1.9
11.1
2.4

Western Australia has 30 percent of total Australian visitors from Indonesia, Malaysia,
Singapore, and Thailand. In 1994, Western Australia closed its North American tourist
offices to concentrate additional resources on Asian tourism.
Tourists visiting Western Australia from other Australian states in 1992-93 totaled
332,000. This figure represented an 11 percent share of intra-Australia tourism trade.
A comparison of selected export earners, 1990-91, show the relative importance of tourism
as a foreign exchange credit.
Minerals, ores, metal scraps
Petroleum & petroleum products
Cereal & cereal preparations
International tourism
Meat & meat preparation

$2500 million
1000
750
535
200

Foreign Students as Export Earners
In 1993, Western Australia was home to 9,038 full fee foreign students (14 percent of
Australia's total foreign student population). Foreign students comprised of 10 percent of
Western Australia's total student enrollment and contributed approximately $140 million to
Western Australia's economy. The majority of these students were from Singapore,
Malaysia, Indonesia, and Hong Kong.

Summary

In 1994 it was noted that more firms in Western Australia than anywhere in the country are
"born global." 22 The figures above support this·conclusion, and in terms of trend, the
observation is probably an understatement.
The mining sector is, and will continue to be, Western Australia's export leader, while
basic agricultural products will continue a long term decline as export earners. On the other
hand, Western Australia will become the nation's leading producer of oil (and condensates)
with production estimates ranging from between 300,000 and 350,000 barrels per day by
1996-97.

22 Australian Business Monthlv Jul y 1994.

34

I

Since 1988, 20 oil and gas discoveries have been made on Western Australia's Northwest
Shelf. Investment necessary to bring these discoveries on line, particularly in building and
structures, including refineries and pipelines, will remain at present levels or higher on into
the foreseeable future.
Western Australia produces eight percent of the world's liquid natural gas. This share
should remain constant and will probably increase. Increased use of LNG in Australia as
well as Western Australia is forecast. In the next decade Australia-wide demand will
increase by 75 percent and double in Western Australia. In 1994, the largest part of
Western Australia's LNG production is exported in Japan.
Manufacture's contribution to Gross State Product is approximately 11 percent, while the
sector accounts for only 7 percent of Western Australia's exports. The Western Australian
Government has made increased investment in the state's manufacturing sector a primary
objective. Ten years ago manufactured exports were 1. 7 percent of total exports. In 199394 this share was 7 percent and will undoubtedly increase given the state's willingness and
ability to provide financial assistance to new firms locating in Western Australia.
In addition to financial assistance to new business, Western Australia contributes about $1
million annually for trade show participation, primarily in Asia.
In 1994 an agreement was concluded to provide $8.5 million in financial assistance to a
French firm (Coflexip) to produce sub-sea pipelines for use in the petroleum industry.
Other investments include commitments by ERG Australia (electronics), GEMCO and
Goninan (railway technology), Barrett Communications (radio equipment), Transfield
Technology (electrical machinery), and World Geo-Science (airborne geophysical
surveying).
Western Australia should also benefit from the conclusion of negotiations on GA TT and its
expected ratification by most of the world's trading nations, as well as greater cooperation
with the ASEAN Free Trade Area (AFTA).
Western Australia's generally lower production costs and its avowed intent to achieve AAA
credit rating for the state, should make it a contender for just about any type of foreign,
export-driven investment contemplated for Australia.
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